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ABSTRACT 
 
Innovation is a fundamental catalyst to the growth and development of a country economy. The 
ever changing and uncertainty of world recent economy demand Malaysia to put innovation and 
creativity as a key factor to achieve a knowledge-based economy. However, some SMEs in 
Malaysia do not recognize change and reform as an innovation, and part of their manufacturing 
activities. Thus, innovation activities should be improved especially among SMEs workforce in 
order to overcome the innovative crisis in uncertain world economy environment. Therefore, this 
research investigated the factors that contribute to the encouragement of product innovation 
among SMEs workforce in the manufacturing sectors, in Batu Pahat, Johor. There were 40 
respondents involved in this research through questionnaires as a major instrument of data 
collection. The results showed that there were five factors contributed to the product innovation 
among SMEs workforce; namely leadership, organizational culture, organization structure, 
human resource management, and environmental factors. The mean revealed that the most 
encouraging factors towards product innovation is human resource management (4.32). The 
overall finding showed that all the factors contribute to the encouragement of product innovation 
among SMEs workforce, therefore effort towards imparting innovation should be prioritized in 
SMEs operation.     
 
Key words: Product Innovation  
 
 
INTRODUCTION 
 
Malaysian economy performance this decade set a bench mark for the industries to continuously 
drive the country economy forward. Thus, industries should transform themselves form value-
added and knowledge based towards high-value and innovative industries ( Najib, 2009).  
 
Innovation is a basis for the country development, success and also catalyst to become a develop 
nation by the year 2020. This transformation needs the government and industries to put 
innovation and creativity as a major factor to achieve knowledge based economy (Malaysia 
Innovative, 2010). In order to implement, Malaysia government needs to simulate inspiration and 
built new ideas, develop existing talent and exploitation maximum creativity and invention from 
its human capital. On the hand, the industries should move in parallel and fast in developing 
product of value-added to meet the market demand. In contrary to this, Small, Medium 
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Enterprises (SMEs) as a major establishment in Malaysia should be the key player in the 
development of productivity that in ensuring the country ability to achieve the vision of becoming 
a high income country by the year 2020. 
 
Datuk Seri Najib Razak (2010), SMEs plays significant role in generating innovative ideas, that 
encouraging GDP growth of the country a faster rate compared to the overall economy since 2004 
(5.7 percent to 7.7 percent). SMEs contribution is much seen in the manufacturing sectors, 
comprises of 37,866 where majority involve in textile, clothing, food and beverage.  Furthermore, 
almost half of the number is micro industries (55.3 %), followed by small (39.5 %) and medium 
only 5.2 % (SMIDEC, 2010). This also indicated that SMEs manufacturing is fast growing and 
plays important role as a backbone in the development of the manufacturing industries. Therefore, 
product innovation and SMEs needs to move in parallel in order to increase local and global 
market competition.  
 
RESEARCH BACKGROUND 
 
The roles of small and medium enterprises (SMEs) are set to expand over the years as its 
contribution to the national gross domestic product is expected to increase. SMEs cover a wide 
spectrum of industries and play an important role in both developed and developing economies. 
Developing a group of diverse and competitive small and medium enterprises (SMEs) is a central 
theme towards achieving sustainable economic growth. One of the important sources of 
competitiveness for SMEs has been to serve as agents of change, engines for new idea generation 
and innovative activities. Innovation is one of the key variables influencing productivity growth 
for the SMEs.  
 
 Small and medium enterprises (SMEs) contribute a vital role in the Malaysian economy and are 
considered to be the backbone of industrial development in the country. The Malaysian 
Government‟s commitment to, and concern for, the development of SMEs has been clearly 
evident since the early 1970s. The „New Economic Policy‟ was introduced in 1971, which aimed 
to improve people‟s welfare and restructure ethnic economic imbalances. The government‟s 
commitment to the development of SMEs can also be seen in the second Industrial Master Plan 
(IMP2), which ended in 2005, which is followed by the Third Industrial Master Plan (IMP3) 
2006–2020, coincide with the country‟s vision for 2020 (MITI, 2005). The IMPs were formulated 
to enhance the growth of the manufacturing sector across the entire value chain and cluster-based 
industrial developments. Hence, this plan provides an integrated approach to the development of 
industrial areas and opportunities for growth of SMEs.  
 
LITERATURE REVIEW 
 
Introduction  
 
This chapter imparts the findings of a literature review carries out to acknowledge existing 
research, work and thoughts of experts and practitioners within the subject field, it begins by 
briefly presenting the overview of innovation and the knowledge and skills necessary for product 
innovation. 
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Innovation 
 
Innovation refers to the new ways of doing something, which can be a radical revolution in the 
way of thinking, product, process or organisation itself. The usual different between certain 
design is portray through clarity and innovation, and success of ideas (McKeown, 2008). This 
innovation can also be in term of developing an organisation through product or services, and 
new technology or managing of new innovation at level of activities (Looise, 2004). According to 
Tidd et al., (2001), innovation is “change and include the creation and commercialization of new 
knowledge in terms of a firm‟s generic innovation strategies”. Where else Porter, (1980), and 
Porter and Ketels (2003), define innovation as achievement in exploiting new ideas. In reality, 
innovation needs the following factors; continuous development, competing, quality of service 
and product, achieving goals, and foreign attracting investment (Prestwood dan Schuman, 1994). 
 
   
Product innovation 
 
Product innovation is the creation and subsequent introduction of a good or service that is either 
new or improved on previous goods or services of its kind (Crawford and De Benedetto, 2000). It 
can also be from the combination of different processes that influence each other. Therefore, 
innovation is not just a concept from new ideas, new findings or not just the development of new 
market but these factors need to interact among them (Myers and Marquis, 1969). Innovation also 
involve process of using new technology in product development till the process of value added 
(Lukas and Ferrel, 2000).  
 
From the perspective of SMEs, innovation is defined by the high ability to innovate effectively 
and development of new product faster than its competitors (Vossen, 1998 and Storey, 1994).  
Therefore, most SMEs need to have the ability to integrate innovation into their production. The 
result of new product will able to put them ahead of their rivalry. Thus, without cooperation from 
their workforce, they will not have the capability to develop a new innovative product. In 
conclusion, for SMEs to move towards innovative and competitive product needs continuous 
development of new ideas and value-added.  
 
Previous Study 
 
Literatures shows that there many factors that encourages product innovation among workforce. 
Based on Lin and McDonough (2010), research in Taiwan among 125 respondents, result showed 
that leadership and organisational culture able to spew innovation among workforce. It further 
indicated that culture is an important aspect in leadership in order to produce a innovative in a 
multi racial community. They concluded that culture is also a medium that encourage product 
innovation. This research tells us that leadership and organisational culture is interrelated in 
encouraging product innovation among workforce. 
 
Hartini (2010), said that organisational structure is also factors that encourages product 
innovation among workforce. Therefore, she recognised that organisation structure needs to suit 
the proper planning or strategy in the preparation of imparting culture of innovation and 
creativity. In addition, organisation should give space and freedom for the workforce to put 
forward opinion towards their carrier in the organisation, this will encourage them to contribute 
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more new meaningful ideas. Further, she recommended that innovative and creativity culture 
needs to be in the form of team work or “syura” consensus of group members.  
 
According to Amabile (1997), leadership plays an important role in influencing organisational 
culture in which individual attitude is manifested. It also resulted that organisation could not 
plays its role correctly in the aspect of its culture, in which the quality and quantity of innovation 
produce is different due to the leadership styles. This gave indication whether the leadership 
styles in appropriate or not.  
 
 
Leadership skills are also being portrayed by Hartini (2010), as good and effective leader to lead 
an organisation according to its structure. Therefore, leader needs to have the power (authority) to 
move the organisation forward successfully. This leader will be an example to other workforce in 
carrying-out their tasks and responsibilities. Good relationship between workers and leader able 
to develop positive attitude and enhance innovative culture at the work place. Birchall and 
Armstrong (2003), Vera and Crossan (2004), and O‟Reilly and Tushman (2004), leadership is one 
of the factors that encourage product innovation. They said that a good leader able to encourage 
workforce to increase the creativity and innovative of new product.  
 
The literature reviews shows that leadership, organisational culture and structure plays an 
important roles in motivating, encouraging, and influencing product innovation among workforce 
in an organization. The question to this is; how far the contribution of these factors really effected 
the product innovation among workforce. This is explained through the theoretical framework as 
in figure 1 below, 
 
 
Figure 1: Theoretical Framework 
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RESEARCH METHODOLOGY  
 
The objective of this research is to identify the encouraging factors in product innovation amongst 
workforce in SMEs food manufacturing Industries in Batu Pahat, Johor through the distribution 
of questionnaires. The respondents for this research were conducted among 80 local permanent 
workers which related to the research and development (R & D) division in the food 
manufacturing industries (SMEs). Descriptive analysis using SPSS was conducted to fulfil the 
objective of the research.  
 
FINDINGS 
 
Results in table 1 showed the result of product innovation practices among the workforce in the 
SMEs manufacturing sectors in Batu Pahat, Johor. 
 
Table 1: Product Innovation Practices   
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Level 
1. Ensure new product develop increase 
organisation profit  
4.40 0.744 High 
2. Value added to existing product based on market 
demand 
4.30 0.791 High 
3. Develop creativity and innovative in product to 
enable competitive in market 
4.25 0.808 High 
4.  Continuous effort to improve existing product 4.25 0.742 High 
5. All improvement depends on customers comment 
and suggestion 
4.23 0.659 High 
6.  Alert to changes in local and global market flow 4.12 0.686 High 
7. Product improvement is based on demands and 
needs of the market 
4.10 0.778 High 
8. Development of new product is to attract 
customer buying 
4.10 0.671 High 
9.  Always create new ideas in product development  3.92 0.859 High 
 Total Mean Score 4.13 0.603 High 
 
The results analysis in table 1, the product innovative practices showed that overall mean for the 
items are range from 4.40 to 3.92, which gave a high inclination level towards its need for 
encouraging workforce to be innovative and organisational success. The highest mean score is 
4.40, that is in ensuring new product development in increasing organisation profit and the lowest 
mean score is 3.92 for continuous creation of new ideas in product development. This gave an 
indication that product innovative practices with overall mean 4.13 play important role in 
maintaining organisation competitive level. 
 
The results analysis for table 2, leadership practices showed all the 10 items have overall mean 
ranges from 4.38 to 3.92 that gave a high inclination level towards its need for encouraging 
workforce product innovation. The highest mean score is 4.38 is cooperation between leader and 
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workers help to create positive attitude towards work. Then followed by, Leader give new 
opinion in solving a problem (mean 4.22), Leader able to influence workers attitude (4.18), 
Leader able to influence workers attitude (mean 4.18), Cooperation between leader and workers 
help to develop culture in innovation practices at work place (mean 4.18), Leader keenest to 
ensure organisation success set example to other workers (mean 4.15),  Leader spare time to teach 
and guide workers doing their task (mean 4.12), Leader give encouragement to workers that 
contribute new ideas, Leader give opinion to workers in making decision (mean 4.08), Leader 
guide workers in developing innovative product (mean 4.05), and the lowest mean score is 3.92 
for leader to give freedom to workers in doing their task. Leadership practices overall means 4.14 
showed that it plays important role in encouraging innovative amongst workforce. 
 
Table 2: Leadership Practices 
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Score 
1. Cooperation between leader and workers help to 
create positive attitude towards work 
4.38 0.586 High 
2.  Leader give new opinion in solving a problem  4.22 0.698 High 
3. Leader able to influence workers attitude 4.18 0.747 High 
4. Cooperation between leader and workers help to 
develop culture in innovation practices at work 
place 
4.18 0.844 High 
5. Leader keenest to ensure organisation success set 
example to other workers  
4.15 0.533 High 
6. Leader spare time to teach and guide workers in 
doing their task 
4.12 0.686 High 
7. Leader give encouragement to workers that 
contribute new ideas 
4.12 0.722 High 
8. Leader give opinion to workers in making 
decision 
4.08 0.526 High 
9. Leader guide workers in developing innovative 
product 
4.05 0.597 High 
10. Leader give freedom to workers in doing their 
task 
3.92 0.997 High 
 Total Mean Score 4.14 0.401 High 
 
The results for table 3, Organizational Culture showed all the 10 items have the overall 
mean ranges from 4.40 to 3.92 that gave a high inclination level towards its need for encouraging 
product innovation amongst workforce. The highest mean score is 4.40 is regarding incentive to 
increase individual product innovation. Next, implement knowledge appreciation within workers 
to increase product innovation practices (mean 4.28, encourage workers to use different 
approaches in problem solving (mean 4.27, encourage workers to increase knowledge in making 
innovation a success (mean 4.25), encourage workers to involve themselves in the process of 
problem solving (mean 4.12), every group members must involve themselves in decision making 
(mean 4.12), encourage workers to involve themselves in innovative activities (mean 4.08), 
encourage workers to make at their division level (mean 4.05), workers showed commitment 
towards their work (mean 4.02), and  the lowest which mean score is 3.92 which shows worker 
satisfaction on their work. The overall mean 4.15 showed that organization culture plays 
important role in encouraging workforce to be innovative.  
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Table 3: Organisational Culture 
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Score 
1. Giving incentive will increase individual product 
innovation 
4.40 0.591 High 
2. Implement knowledge appreciation within workers 
to increase product innovation practices 
4.28 0.640 High 
3. Encourage workers to use different approaches in 
problem solving 
4.27 0.751 High 
4. Encourage workers to increase knowledge in 
making innovation a success 
4.25 0.588 High 
5. Encourage workers to involve themselves in the 
process of problem solving 
4.12 0.686 High 
6. Every group members must involve themselves in 
decision making 
4.12 0.648 High 
7. Encourage workers to involve themselves in 
innovative activities 
4.08 0.693 High 
8. Encourage workers to make decision at their 
division level 
4.05 0.504 High 
9. Workers show commitment towards their work 4.02 0.620 High 
10. Workers show satisfaction towards their work 3.92 0.694 High 
 Total Mean Score 4.15 0.349 High 
 
 Results in table 4, showed that all the items have high inclination towards encouraging 
product innovation amongst workforce, with overall mean range from 4.32 to 4.18. The highest 
mean score is 4.32, feel that worker perform better if work in group. Next followed by, create 
channel for workers to throw out their opinion (mean 4.28), organization give space for workers 
to think creatively and innovatively (mean 4.25), have systematic planning in developing 
innovative activities (mean 4.18), and the lowest is able to implement new ideas through proper 
channel (mean 4.05). The overall result indicated organizational structure with mean 4.22, also 
plays important role in encouraging workforce towards product innovation. 
 
Table 4: Organisational Structure 
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Score 
1. Feel that worker perform better if work in group 4.32 0.797 High 
2. Create channel for workers to throw out their 
opinion 
4.28 0.554 High 
3. Organisation give space for workers to think 
creatively and innovatively 
4.25 0.630 High 
4. Have systematic planning in developing 
innovative activities 
4.18 0.501 High 
5. Able to implement new ideas through proper 
channel  
4.05 0.597 High 
 Total Mean Score 4.22 0.369 High 
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Results in table 5, showed that human resource management do have overall high inclination 
towards encouraging workforce product innovation, which mean range from 4.32 to 3.88. The 
highest mean score is 4.32, workers achieve organization target should be rewarded. Next 
followed by, training provided helps to increase workers skills and abilities (mean 4.22), workers 
recognition are based on their contribution (mean 4.15), continuous training is organisation 
commitment to all workers (mean 4.15), training can guarantee workers to become more 
innovative (mean 4.12), organization clarify the important of innovation to workers (mean 4.10), 
workers employed should be paralleled to organization innovation needs (mean 4.08), rewards 
should be reflected with workers contribution to the organization (mean 4.05), and the lowest 
training is provided to workers continuously (mean 3.88)  
 
Table 5: Human Resource Management 
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Score 
1. Workers achieve organisation target should be 
rewarded 
4.32 0.764 High 
2. Training provided helps to increase workers skills 
and abilities 
4.22 0.660 High 
3. Workers recognition are based on their 
contribution 
4.20 0.758 High 
4. Continuous training is organisation commitment 
to all workers 
4.15 0.580 High 
5. Training can guarantee workers to become more 
innovative 
4.12 0.648 High 
6. Organisation clarify the important of innovation 
to workers 
4.10 0.810 High 
7. Workers employed should be paralleled to 
organisation innovation needs  
4.08 0.797 High 
8. Rewards should be reflected with workers 
contribution to the organisation 
4.05 0.815 High 
9. Training is provided to workers continuously 3.88 0.723 High 
 Total Mean Score 4.32 0.830 High 
 
The results in table 6 showed that the organisational climate have high inclination to encourage 
workforce towards product innovation. The highest mean score of 4.25 is adequate facilities help 
to increase workers product innovation. Next, adequate facilities ease workers to perform their 
task (mean 4.20), peer encouragement in developing new ideas (mean 4.15), peer helps in doing 
certain task and problem solving at work place (mean 4.08), facilities at work place helps workers 
to practice their new knowledge learn (mean 4.00), and the lowest all work facilities are complete 
(mean 3.98). 
 
Table 6: Organisational Climate 
 
No. Items Mean 
Score 
Standard 
Deviation 
Inclination 
Score 
1. Adequate facilities help to increase workers 
product innovation 
4.25 0.840 High 
2. Adequate facilities ease workers to perform their 4.20 0.823 High 
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task 
3. Peer encouragement in developing new ideas   4.15 0.736 High 
4. Peer helps in doing certain task and problem 
solving at work place 
4.08 0.829 High 
5. Facilities at work place helps workers to practice 
their new knowledge learn  
4.00 0.599 High 
6. All work facilities are complete 3.98 0.660 High 
 Total Mean Score 4.11 0.526 High 
 
Table 7: Overall Encouragement Means Score in Product Innovation 
 
No. Encouragement in Product Innovation Overall Mean Overall 
Inclination 
Level 
1. Human Resource Management 4.32 High 
2. Organisational Structure 4.21 High 
3. Organisation Culture 4.15 High 
4. Leadership 4.14 High 
5. Organisational Climate 4.11 High 
 
The results in table 7 the encouraging factors toward workforce product innovation, showed that 
the inclination level are high mean between 4.32 – 4.11. The highest mean level for encouraging 
factor is Human Resource Management mean 4.32, followed by Organizational Structure mean 
4.21, Organizational Culture mean 4.15, Leadership mean 4.14, and Organizational Climate mean 
4.11.  The overall result regarding these encouraging factors the inclination towards encouraging 
product innovation amongst workforce is high. 
 
 
DISCUSSION AND CONCLUSION 
 
The findings of the research objective showed that all the five factors in encouraging product 
innovation amongst workforce have high inclination. The most dominant of the five is human 
resource management (mean 4.32) , but the remaining also played important role with overall 
means for each factor (mean 4.21 to 4.11) towards encouraging workforce in product innovation. 
This parallel with the research done by Jimenez and Sanz (2005), reported that human resource 
management is the most dominant factor in encouraging product innovation amongst workforce.  
 
The findings showed that it is important to coordinate human resource and innovation in an 
organisation. Human resource is also catalyst to the success of an organisation innovative 
environment. Regarding organisational culture it is important and good to get the commitment 
and satisfaction of workforce towards their work Nystrom, (1993).  Based on Hartini (2010), 
organisation structure is important compare to a well planned strategy in regarding operation. 
 
In conclusion to this, it is important for organisation in encouraging product innovation amongst 
the workforce to adapt the five factors as a priority. Priority should be given towards the reward 
system, recognition of workforce contribution, and also the environment regarding climate, 
culture, and leadership to ensure it works as a process. Future research regarding these 
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encouraging factors should be done based on the same nature or same discipline, to get a better 
and meaningful out come. 
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